3, Usi is information

Sales gap analysis provides important Informatlon about the retail categories
in which a district and its reglon are performing well and In which they are
losing sales, helping a revitalization organization make decislons about how
much new retall space It might be able to support and what segments of the
market It might better serve. Even In Instances In which no retail sales “gap”
exists (as Is the case In Lynchburg), sales gap analysls provides Important
information on the retall buying power of people af various demographlc
characteristics and helps Identlfy pockets of opportunjty that might exist for
retall sales development and growth.

Household Income Grocerles Dining out
Under $10,000 6,933,000 4,061,000
$10,000-$15,000 5,165,00 2,134,000
$15,000-§20,000 5,546,000 2,778,000
$20,000-$30,000 11,050,000 5,738,000
$30,000-$40,000 10,775,000 6,876,000
$40,000-$50,000 8,324,000 5,797,000
$50,000-$70,000 12,021,000 9,133,000
$70,000-$80,000 4,463,000 3,275,000
$80,000-$100,000 5,977,000 5,351,000
$100,000-$120,000 2,733,000 2,800,000
$120,000-$150,000 2,497,000 2,406,000
$150,000 and above 3,571,000 | 4,558,000

Table 121 Demand for groceries and reataurant meals generated by Lynchburq residents.

For example, even though most of the grocery and dining offerings avallable
locally are targeted to middle-income households anfl households of more
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modest means, projections of the retall buying power iof Lynchburg residents
for groceries and restaurant meals demonstrate that households earning
more than $100,000 generate substantial retall buying power for these goods
and services (more than $8.8 milllon In grocerles and more than $9.7 milllon

In dining out).”

As we mentloned In Section 1, a retall sales leakage generally means that a
community’s retall businesses are capturing fewer retail dollars than the
community’s residents themselves are spending - which, In turn, generally
means that residents are shopping outside the communlty. In most instances,
a retall sales gap translates Into opportunitias for thel community to capture
sales leaving the community ~ either by helping existing businesses Increase
sales or by developing new businesses, or both. In some Instances, though, a
retall sales gap may not represent an oppartunity ((if there Is significant
nearby competitor, trafflc pattarns that encourage out-of-town shopping, or
convenlent shopping near a major employment] center outside the
community, for example).

Just ag a retall sales gap does not necessarlly mean!that a community can
capture a larger volume of retall sales, a retall s;ales surplus does not
necessarlly mean that a community cannot increase lts retall sales even
further. In many Instances, a community that has developed reglonal
dominance In a particular category (furniture and antlques, for example, ar
restaurants) can continue to deepen its domlnancd, by adding addltional
stores In that category. It often doss so, however, at ﬁhe expense of axisting
commerclal centers either within the community| itself or of nearby
communlties, any of which might experience sales dlspj.lacement or might find
Its own opportunities for growth hampered. So, while; It Is obvlous from the

? Datallad tables projecting the buying power of Lynchburg and Amharst County residents for a
variety of ratall goods and servicas have been provided to Lynch’s Lahding in PDF format.
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size of Lynchburg’s retall sales surplus that the clty serves as a reglonal
shopping magnet for resldents of several countles, its sales surplus also ralses
questions about how much more the city’s retall basg might grow - and at
what cost to the character of the community, to Its linfrastructure capacity,
and to the economic viability of nearby communities. These questions are
exacerbated by the fact that most countles near Lynchburg and Amherst
County have plans underway or under consideration for development of new
communities or new commercial centers and/or redevelopment of oider

commerclal centers.

We belleve that downtown Lynchburg has great potential to grow lits retall
base. Downtown workers alone represent a substantial latent market, and the

district's outstanding bullding stock offer very attractive opportunities for new
housing, offices, and industry - all of which wpuld boost downtown

Lynchburg’s “captive” markets. We therefore belleve it!ls cruclal that, In order
to maximize opportunities for downtown development,’ Lynchburg fully use its
existing downtown commercial space before encoiiraging or facllitating
development of significant amounts of new commerclal space elsewhere In
the community. In order for downtown Lynchburg tq develop the vibrance
needed to attract and sustain significant new Investment, It must become -
and become recognized as - the city’s primary retall center. Although retall Is
not a major economic force In and of Itself, downtowns cannot thrive
economically without a strong, vibrant retall component. Retail Is a
downtown’s most visible activity. When strong and successful, retall activity
creates energy on the street and enhances public perception of the district,
which translates Into Increased market demand, 'property value, and
municipal revenues. When weak, howaver, It discourages new Investment and
perpetuates the district's aconomic stagnation.

All older and historic commerclal districts have a number of retail
development alternatives, from focusing on locally-serving neighborhood
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districts (drawing largely on district workers and residents) to becoming
regional destination business districts or, by tapping Into the market power of
the Internet, even national destinations. The best pathils generally one that:

(a) builds on the district’s and the communlty’s existing strengths and
strategic advantages;

(b) has both market demand and consumer desire; and

(c) reflects local values and desires.

The City of Lynchburg, Lynch’s Landing and others have been Invalved In a
number of progressive planning activities In recent years, sketching an Image
of a vibrant downtown that bulilds on its strengths -its history and historic
bulidings, its commanding site and physical environment, Its large daytime
worker papulation, Its proximity to colleges and unlversltles -~ and that carves
a regional niche In arts and industry. :

We therefore believe that the best path for downtown Lynchburg will be one
that:

3 - ) Even without
further growth the households represented by Lynchburgs downtown
workers generate more than $30 milllon annually iin retall purchases. By
rounding out the products and services made avallable to these workers
(adding businesses like groceries and carry-out dinners) and making It as
easy and convenlent as posslble for workers to patronize downtown
businesses (through dellveries, extended hours, onalty programs, and
other mechanisms), downtown Lynchburg should i be able to absorb at
least $5 million annually In retall sales to downtown. workers.
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* Bullds the downtown’s population bases. A stronger downtown retail base

wlll enhance market demand for new offices and new residential units In
downtown Lynchburg - and, as the downtown :population grows, the
market for downtown retall businesses will grow, as well.

downto

some of the

QK e QUVaAlad QoL 9, 818 =
Lynchburg. The State of Virginla and City of Lynchburg offer
most attractive downtown development incentivesiin the state. But, most
of these Incentives are property-focused, not buglness-focused. Some -
such as the state’s general Income tax credit and the clty’s refunds of
buslness and professional license taxes - could benefit retall businesses.
But most of the incentives - property improvement tax credits, historic
rehabllitation tax credits, fagade improvement drants, utility line cost
sharing, etc. ~ are more advantageous to developers and property owners
than to business owners (particularly retallers). These incentlves are all
extremaly valuable tools and should, of course, bejbroadly promoted. But
adding addltional Incentives specifically targeted to retall businesses
(particularly independent, locally-owned retall businesses) could
accelerate downtown Lynchburg’s retall development - tools llke Small
Business Investment Corporatlons (SBICs), prlvaﬁe venture capital, and
flexIble and/or subsidized leases. :

Many of the most successful and Innovative pusinesses In historic
downtowns today are driven by owners with strong entrepreneurlal skills
and vision. Given the abllity of the Internet to augment local sales for
downtown retail businesses, It Is quite possible -+ and becoming more
common ~ for districts to develop profiles of the sorts of specialized retail
businesses they would like to see In their districts (both to meet some
local needs and to help enhance the overall persénallty of the district).
Successful entrepreneurs can then implement the businesses profiled. So,
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rather than looking exclusively for businesses that already exist
(somewhere) and encouraging them to relocate or open an additional
location In downtown Lynchburg, we recommend looking for talented
entrepreneurs williing to work with you to craft unlque businesses.

buslneas that Iocates outslde downtown Lynchbbrg risks diluting the
potentlal retail market for the downtown area. It Is critlcal that the city
and Its partners make downtown Lynchburg its top retall priority, helping
Intansify the district’s retall performance and signaling investors that the
district represents a sound Investment In the clty’s future.

- . Multl -channe! retalling -
basically, selling things through different retall venues at the same time -
s becoming increasingly Important for lndependent businesses In older
and historlc downtowns. With the advent of the Internet and online
commerca, many Independent downtown buslnefsses that once relied
almost exclusively on local customers are now aljle to reach customers
throughout the world, Increasing thelr sales and | making It possible to
locate in districts that would otherwise not provlde? them with a sufficient
profit margin, Easy access to high-speed Internet 'service Is essential for
multl-channal downtown retalling, as s access ito affordable website
design and “shopping cart” services, credit card iprocessing, and order
fulflliment services. We encourage the Clty of Lynchburg and Lynch's
Landing to encourage downtown businesses to explore ways to reach new
and existing customers online, to open wholesale distribution channels, to
sell unique products through compatible businesses, and to Investigate
other forms of multi-channel ratalling. Z
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4. Sources of information

Our primary sources of Informatlon for our research were the 2000 Census of
Population, 1997 and 2002 Censuses of Retall Trade, 1997 and 2002
Censuses of Accommodation and Food Service, Virginla taxable sales tax
reports, the Consumer Expenditure Survey, Claritas, and data compiled for us
by Lynch’s Landing.
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5. Disclaimer

Retall market analyses and derlvative business development plans provide
important guldance on how the area’s commerclal centers should,
theoretically, be able to perform and on the sales and: rent levels businesses
should be able to achleve. However, a number of factors affect the actual
performance of retall businesses and commercial centers, including the skills
of the business operator, level of business capltallzation, quality of the
physical environment, changes in overall economic conditlons, district
marketing programs, and numerous other factors.. The Information and
recommendations In this sales gap analysls report are Intended to provide a
foundation of Information for making retall development declsions In
Lynchburg, but they do not and cannot ensure retall sugcess.
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Estimating Consumer Buying Power
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